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St.  Louis,  March  22,  1940. 


To  the  Stockholders  of 

The  May  Department  Stores  Company: 

The  thirtieth  animal  report  of  your  Company  is  submitted  herewith,  including  consolidated  balance  sheet 
as  of  January  31,  1940,  and  consolidated  surplus  and  profit  and  loss  statements  for  the  fiscal  year. 

Consolidated  net  income  of  your  Company  and  its  wholly-owned  subsidiary  companies  for  the  fiscal  year, 
after  provision  of  $991,500.00  for  federal  taxes  on  income,  amounted  to  $4,402,894.06,  equivalent  to  $3.58 
per  share  of  capital  stock  outstanding  (exclusive  of  shares  held  in  the  treasury)  at  the  close  of  the  year,  com¬ 
pared  with  $3,809,877.14,  or  $3.09  per  share  for  the  previous  year. 

Cash  dividends  amounting  to  $4,613,910.00,  or  $3.75  per  share,  were  paid  during  the  fiscal  year,  The 
dividend  of  75  cents  per  share  paid  on  January  22,  1940,  was  in  lieu  of  the  dividend  that  would  have  been 
paid  on  March  1,  1940. 

Net  sales  for  the  year  aggregated  $103,905,198.65,  compared  with  $98,411,263.45,  an  increase  of 
$5,493,935.20. 

Adequate  provision  has  been  made  for  possible  losses  on  all  c'fi's'ibmers’  notes  and  accounts  receivable. 

Inventories  of  merchandise  at  January  31,  1940  amounted  to  $14,345,711.93,  compared  with  $13,040,802.49 
at  January  31,  1939,  an  increase  of  $1,304,909.44.  At  the  close  of  the  fiscal  year,  your  Company  was  obli¬ 
gated  for  no  purchase  commitments  in  excess  of  the  usual  requirements  for  normal  operations. 

Charges  to  consolidated  income  for  the  fiscal  year,  in  the  amount  of  $774,805.69,  have  been  made  to  pro¬ 
vide  for  depreciation  and  amortization  of  buildings  and  leaseholds.  At  January  31,  1933,  the  carrying  values 
of  furniture,  fixtures,  delivery  and  other  equipment  were  reduced  to  nominal  sums  of  $1,00  each,  by  charges 
to  earned  surplus,  and  the  cost  of  subsequent  additions  have  been  charged  as  expense  against  earnings ;  con¬ 
sequently  no  provision  has  been  made  during  the  fiscal  year  in  respect  of  depreciation  of  these  items.  The 
net  amount  of  additions  so  expensed  during  the  fiscal  year  was  $1,007,986.89.  'l'hc  entire  cost  of  such  addi¬ 
tions  to  the  new  Wilshirc  store  in  Los  Angeles  is  included  in  this  amount. 

Current  assets  of  your  Company  and  its  wholly-owned  subsidiaries  at  January  31,  1940,  amounted  to 
$32,564,756.87  and  current  liabilities  to  $5,416,635.34.  or  a  ratio  in  excess  of  6  to  1. 

Total  taxes  for  the  fiscal  year  (exclusive  of  those  included  in  cost  of  goods  sold)  amounted  to 
$2,861,026.97,  equivalent  to  $2,32  per  share  on  the  outstanding  capital  stock  at  January  31,  1940. 

The  new  branch  store  on  Wilshire  Boulevard  in  the  City  of  Los  Angeles,  California,  was  opened  on 
September  7,  1939,  and  the  response  of  the  public  to  this  modern  retail  store  has  been  most  gratifying.  As 
mentioned  above,  the  cost  of  furniture,  fixtures  and  equipment  installed  in  this  store  has  been  charged  against 
earnings  for  the  fiscal  year. 

The  continued  success  of  your  Company  is  due  largely  to  the  cooperation  of  all  members  of  the  organi¬ 
zation,  and  I  wish  to  express  my  sincere  appreciation  of  their  loyal  assistance. 

Respectfully, 

MORTON  J.  MAY, 
President, 
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March  22,  1940. 


To  the  Board  of  Directors  of 

Tiie  May  Department  Stores  Company: 

We  have  examined  the  consolidated  balance  sheet  of  The  May  Department 
Stores  Company  and  its  wholly-owned  subsidiary  Companies  as  of  January  31, 
1940,  and  the  consolidated  statements  of  income  and  surplus  for  the  fiscal  year 
then  ended,  have  reviewed  the  system  of  internal  control  and  the  accounting  pro¬ 
cedures  of  the  Companies  and,  without  making  a  detailed  audit  of  the  transactions, 
have  examined  or  tested  accounting  records  of  the  Companies  and  other  supporting 
evidence,  by  methods  and  to  the  extent  we  deemed  appropriate,  except  r.s  stated  in 
the  following  paragraph. 

Auditing  tests  and  checks  of  accounts  and  records  concerning  accounts  receivable 
and  inventories  have  been  made  as  in  prior  years  and  such  test  checks  did  not 
disclose  anything  which  would  lead  us  to  believe  that  the  accounts  receivable  and 
inventories  were  not  properly  stated.  At  the  request  of  the  Company,  we  have 
not  applied  the  auditing  procedure  of  direct  communication  with  debtors  in  order 
to  avoid  inconvenience  to  customers,  or  that  of  attendance  at  the  physical  counts 
of  inventories ;  nor  have  tests  of  inventories  been  made  under  our  observation. 

Furniture,  fixtures  and  equipment  and  delivery  equipment  are  stated  in  the 
balance  sheet  at  a  net  amount  of  $2.00  and  no  deductions  have  been  made  in  the 
income  account  for  depreciation  with  respect  thereto,  but  the  net  cost  of  additions 
for  the  year  have  been  charged  against  income. 

In  our  opinion,  subject  to  the  exceptions  stated  in  the  two  preceding  paragraphs 
relating  to  the  limitations  of  the  scope  of  our  examination  and  the  accounting 
procedure  for  certain  fixed  assets,  the  accompanying  consolidated  balance  sheet  and 
related  consolidated  statements  of  income  and  surplus  present  fairly  the  consolidated 
position  of  The  May  Department  Stores  Company  and  its  wholly-owned  subsidiary 
Companies  at  January  31,  1940,  and  the  consolidated  results  of  their  operations 
for  the  fiscal  year,  in  conformity  with  accounting  principles  applied  on  a  basis  con¬ 
sistent  with  that  of  the  preceding  year. 

Touche,  Niven  &  Co. 


'1 
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THE  MAY  DEPARlS 

(A  jjratii 

AND  WHOLLY-OID 


Current  Assets  : 


ASSETS 


CONSOLIDATED  B^EE 


Cash  on  demand  deposit  and  on  hand .  . . .  $  5,653,684.88 

United  Slates  Government  obligations,  at  cost  less  amortization 

of  premium  (market  quotation  $371,011.35)  .  359,042.17 

Customers’  notes  and  accounts  receivable : 

Regular  retail,  less  reserves  of  $551,861.88 .  $  7,813,804.27 

Instalment  (a  portion  of  which  is  due  after  one  year),  less 

reserves  of  $373,522.63  .  .  3.944,353.62 

-  11,758,157.89 


lm 


ventories : 


Merchandise  on  hand,  on  the  basis  of  cost  or  market,  which¬ 
ever  is  lower,  as  determined  by  the  retail  inventory 

method  . .  .  $13,390,786.88 

Merchandise  in  transit,  at  cost . .  954,925.05 

Other  current  assets: 


14,345,711.93 


Due  from  officers  and  employees  .  $  44,507.56 

Sales  tax  stamps  and  tokens .  90,969.22 

Sundry  debtors  . .  312,685.22 


448,160.00 


Total  current  assets  ..  .  .  $32,564,756.87 


Other  Assets: 

Laud  and  buildings  not  used  in  store  operations,  at  cost  less 

depreciation  of  $121,654.14  . . . . .  $  758.364.59 

Miscellaneous. investments,  at  cost  less  reserves  of  $10,319.75 .  1,367,562.00 

Due  from  employees  (collateral  held  on  balances  aggregating 

$15,144.16)  . 20.S96.17 

Deposits  with  mutual  and  reciprocal  insurance  groups .  .  12,489.47 

Miscellaneous  balances  .  104,540.43 

Fixed  Assets: 

Land,  buildings  and  leaseholds,  on  the  basis  of  cost  less  depreciation 

and  amortization  of  $9,345,828.20 .  $25,568,632.49 

Established  amount  of  leases  acquired  subsequent  to  organization 
of  the  Company  ($948,723.70  on  the  basis  of  original  amount 

of  $3,017,700.00  less  amortization  of  $2,068,976.30) .  1.00 

Furniture,  fixtures  and  equipment  ($4,769,629.66  on  the  basis  of 

cost  less  depreciation)  . 1.00 

Delivery  equipment  ($171,551.86  on  the  basis  of  cost  less  depre¬ 
ciation)  . 1.00 

Deferred  Charges: 

Prepaid  insurance,  taxes,  licenses,  etc . . .  $  415,636.86 

Inventory  of  supplies .  208,903,37 

Mortgage  discount  and  expense . .: . . — . . .  17,909.22 


Goodwill,  trade-names,  etc. 


2,263,852.66 


25,568,635.49 


642,449.45 

1.00 


$61,039,695.47 


i 
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1STORES  COMPANY  Statement  No.  1 

i  jjration) 

DTjDIARY  COMPANIES 
ijEET,  JANUARY  31,  1940 

LIABILITIES 


)  Current  Liabilities  : 

Accounts  payable: 

Trade  creditors  .  . .  .  $  856,688.68 

Trade  creditors  for  merchandise  in  transit... . .  914,101.67 


Accrued  liabilities: 

Salaries,  wages,  bonuses  and  commissions .  8  953,643.04 

Federal  taxes  on  income .  942,000.00 

Other  taxes  .  753,920.49 

Interest  .  71,540.50 

Miscellaneous  .  43,734.61 


Other  current  liabilities: 

Mortgage  instalments  payable  within  one  year .  8  336,250.00 

Reserve  for  outstanding  trading  stamps  and  coupons .  300,140.30 

Sundry  creditors  .  244,616.05 


$  1,770,790.35 


2,764,83S.64 


881,006.35 


Total  current  liabilities  . 


$  5,416.635.34 


Reserves  : 

For  federal  normal  income  tax  on  deferred  profit  on  instalment 

sales  . . .  8  264,573.05 

For  insurance  and  pensions .  65,150.49 

-  329,723.54 

Long-Term  Debt: 

Mortgages  payable,  due  1940  to  1947 . .  $  5,085,600.00 

Less  amounts  due  within  one  year,  included  in  current  liabilities .  336,250.00 


$  4,749,350.00 

Bank  loans,  due  1942  to  1944 . . .  2,000,000.00 

- -  6,749,350.00 

Capital  Stock  and  Surplus  : 

Capital  stock : 

Authorized,  2,500,000  shares,  par  value  810.00  each. 

Issued  (including  scrip  equivalent  to  20  shares)  1,367,352 

shares  .  813,673,520.00 

Surplus,  from  Statement  No.  2: 

Earned  surplus  .  $26,202,172.52 

Capital  surplus  .  10,037,854.07 

-  36,240,026.59 

849,913,546.59 

Less  treasury  stock,  136,956  shares,  at  par . 1,369,560.00 

-  48,543,986.59 

$61,039,695.47 


Of  the  56,000  shares  of  capital  stock  reserved  in  192 
30,426  shares  available  for  subscription  at  $35.00  ] 
The  approximate  cost  of  $750,000.00  to.  complete  ii 


i 
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Statement  No.  2 


THE  MAY  DEPARTMENT  STORES  COMPANY 

AND  WHOLLY-OWNED  SUBSIDIARY  COMPANIES 


CONSOLIDATED  SURPLUS 

YEAR  ENDED  JANUARY  31,  1940 


Earned  Surplus  : 

Balance,  February  1,  1939 


Add: 

Net  profit  for  the  year  ended  January  31,  1940,  from  Statement  No.  3. 


Deduct: 

Cash  dividends  Nos.  Ill  to  115  inclusive  paid  on  March  1,  June 2, September 
1  and  December  1,  1939  and  January  22,  1940  respectively,  at  the  rate  of 
75  cents  per  share  on  each  dale . . . .  . 


Balance,  January  31,  1940.  to  Statement  No.  1  . 


Capital  Surplus: 

Balance,  January  31,  1940,  to  Statement  Np.  1  - 


Total  Surplus,  January  31, 1940. 


There  was  no  change  in  capital  surplus  account 
during  the  fiscal  year. 


$26,413,187.86 

4,402,894.66 

$30,816,082.52 

4,613,910.00 

$26,202,172,52 

$10,037,854.07 

$36,240,026.59 
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Statement  No.  3 


THE  MAY  DEPARTMENT  STORES  COMPANY 

AND  WHOLLY-OWNED  SUBSIDIARY  COMPANIES 
CONSOLIDATED  PROFIT  AND  LOSS 

YEAR  ENDED  JANUARY  31,  1940 


Net  Sales  (including  those  of  leased  departments) . . .  $103,905,198.65 

Deduct  cost  of  goods  sold,  selling,  operating  and  administrative  expenses, 

exclusive  of  items  listed  below .  94,247,724.06 


$  9,657,474.59 


Deduct : 

Maintenance  and  repairs .  .  $  462,053.06 

Depreciation  and  amortization  of  buildings  and  leaseholds .  774,805.69 

Net  cost  of  additions  to  furniture,  fixtures,  delivery  and  other  equip¬ 
ment  .  1,007,986.89 

Taxes,  other  than  those  included  in  cost  of  goods  sold  and  federal 

taxes  on  income  . .  . .  1,842,468.31 

Interest  on  mortgage  and  other  indebtedness  and  amortization  of 

mortgage  discount  and  expense  .  .  272,667.57 


Total  (exclusive  of  amounts  included  in  non-trading  items  below)  .  4,359,981.52 

$  5,297,493.07 

Non-Trading  Items — Net: 

Interest  on  United  States  Government  obligations,  less  amortization 

of  premium  . . . . .  $  5,505.98 

Dividends  and  sundry  interest .  29,146.07 

Net  profit  from  land  and  buildings  not  used  in  store  operations....  65,855.74 

$  100,507.79 

Less  provision  for  loss  on  investment  and  net  loss  from  sale  of 

fixed  assets  .  3,606.20 

-  96,901.59 


$  5,394,394.66 

Provision  for  federal  taxes  on  income .  991,500.00 

Net  Profit,  transferred  to  earned  surplus,  Statement  No.  2 .  $  4,402,894.66 


Notfs:  The  hook  figures  of  furniture,  fixtures,  delivery  and  other  equipment  (aggregating  $6,519,431.40) 
were  reduced  to  nominal  sums  of  $1.00  each  and  deferred  expenses  (amounting  to  $202,100.45) 
were  written  off  by  charges  to  earned  surplus  during  the  year  ended  January  31,  1933  in  accordance 
with  resolutions  of  the  Board  of  Directors.  Therefore,  no  deductions  have  been  made  in  the  above 
statement  for  depreciation  and  amortization  in  respect  thereof.  Had  deductions  of  this  nature  been 
made  and  the  net  cost  of  additions,  during  the  year,  to  furniture,  fixtures,  delivery  and  other  equip¬ 
ment  been  capitalized  instead  of  being  charged  against  earnings  in  the  above  statement,  the  con¬ 
solidated  net  profit  would  have  been  $4,790,526.63. 

The  cost  of  furniture,  fixtures  and  equipment  installed  in  the  new  Wilshire  store  in  Los  Angeles, 
California,  has  been  charged  to  expense  and  is  included  in  the  item  of  $1,007,986.89  shown  above. 
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Stores 

The  M.  O’Neil  Company,  Akron 

The  May  Company,  Baltimore 

The  May  Company,  Cleveland 

The  May  Company,  Denver 

The  May  Company,  Los  Angeles 

The  May  Company,  Los  Angeles  (Wilshire) 

Famous-Bauk  Company,  St.  Louis 
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